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ARMENIA SME MARKET DEVELOPMENT PROJECT
(ASME)

Summary

Following are summary highlights from this past Quarter's activity of the DAI-ASME
project:

The mgor highlight of the quarter was the launch of our new efforts in the textile and
gpparel subsector and the program to expand our outreech to nonfam rurd
enterprises in the regions. Four new gaff were hired to focus on these activities and
ub-contracts were developed with business centers in Kapan, Goris, Berd and
Gyumri through which they will fadlitate our work with dient firms in those aress as
they develop ther own capacity to provide vauable assgance to such clients
themsdves. The expansion of operaions aso made it necessary for us to seek larger
office gpace, which was accomplished in mid-April. The new space not only provides
a better working environment for our team and is more accessible to clients and other
vidtors, but it adso provides us with a conferenceltraning room large enough to
accommodate groups of up to 50 participants. This enables us to redize condderable
savings compared to the cost and inconvenience of renting outsde space for
workshops and training sessons.

Service Component # 1: Market and Demand Analysis

Provided technicd assgtance through four STTAs this quater in cut
flower marketing, leather processng, policy andyss and textiles and
apparel.

No market demand or supply/service surveys were completed this quarter
though one was initiated to andyze the sone sub-sector and provide the
bass for a coordinated drategy for promoting the development of
companiesin that clugter.

Service Component #2: SME Development and Expansion

Over 140 firms, including 16 WID companies, are regulaly involved in
DAI-ASME activities by receve direct hands-on consultancy, or via
attendance a workshops and seminars, participation in trade shows and
market tours, and/or receiving technicad information and materials and
market development leads.

Asssted companies reported additiona export saes of $494,674 and
$1,657,933 in additiona domedtic sdes this quarter compared to the
corresponding quarter prior to recelving DAI-ASME assstance. Net sdes
increesed by a totd of $8 million in the past four quarters compared to
base year datafor client firms.

A totd of 1502 new jobs (full time job equivaents) have been created by
companies compared to their level of operation at the time assistance was
initited.  This number is highly cydicd as our dient portfolio is heavily



weighted towards agribusiness enterprises, most of which are a ther
lowest level of operations during the first and second quarters of the year.
Thisfigure will increase subgtantidly during the next two quarters.

Client companies reported 101 new buyer arrangements this quarter.

Service Component #3: Financial Linkages

A totd of 12 cost-share grants were gpproved during the quarter for
marketing support (9) and operationa support (3). The total value of these
grants came to $48,478.

Seven companies were assisted to participate in the Horeca Trade Show in
Beirut and one aguaculture company participated in a seafood exposition
in Europe and two others paticipated in a trade show in Moscow
supported by grants approved during the firs quarter. The Greenhouse
Asociation was dso assged in its paticipaion in the CIS trade show in
Y erevan sponsored by the Chamber of Commerce.

One company (Vitamax-E) was assgted to initiste a Good Manufacturing
Practices (GMP) certificaion program at its production facility that will
enadble the company to improve its overdl operations management, and
achieveinternationd industry standards.

Service Component #4: Skills Development and Information Dissemination

A pre-bid workshop was conducted by John Pamucci for BSPs interested in
paticipating in the tender for an Andyss of the Armenian Quary and Stone
Processing Industry. Five BSPs attended the workshop.

An extensve three-day training on Subsector Andyss for BSPs was
conducted by James Gral, from DAI/Bethesda and Gary Kilmer on May 17,
18, 19. Ten representatives from 7 BSPs took part.

Service Component #5: Association Strengthening and Policy Advocacy

For two weeks in May, DAl Senior Development Specidist James Gral
worked with DAI-ASME, the Union of Manufacturers and Businessmen of
Armenia (UMBA) and the Merchants Union (MU) to further effortsto create
an independent policy analyss inditute in Armenia.

Market Development Successes and Activities Involving DAI-ASME Assigtance:
During the past quarter, the SME community recorded a number of dgnificant

achievements reaulting directly from DAI-ASME technicd andlor financid
assigance. Thefollowing are examples of those achievements.



Akvatekh, with ASME cog-share assstance, participated in Seafood Russia 2004 in
Moscow. This specidized internationa trade show hdd in mid-April, resulted in a
firm contract plus ongoing negotiations with other locd and mgor Russan buyers.
The firm contract was with a large Moscow wholesdler to supply a minimum of 120
tons of processed fish products per year. Additionaly, the two companies agreed to
edablish a gpecidized depot in Moscow for distribution of Akvatekh's products
within the dty and throughout Russa This opportunity is directly related to the
completion of Akvatekh's new fish processng facility, which has been deveoped in
compliance with al HACCP gandards and supported by a cost share grant from
ASME. Akvatekh is now in a key position 1o capture additional market opportunities
for its new vaue-added products.

Henry-Gor, another recipient of ASME assstance, aso exhibited at Seafood Russia,
2004. The company signed a contract with another Moscow wholesaler to supply 105
tons of frozen crawfish in sauce within a #month period. Henry-Gor shipped the first
10 tons in mid-May and the company has actively been preparing for successve
deiveries.  Additiondly, initid contacts were made with, and samples sent, to
Domodedovo Air Service; the company being interested in Henry-Gor's semi-
finished products.

As a result of participation in HORECA 2004, a trade show in Berut, Lebanon, a
number of serious trade leads have been developed with buyers from throughout the
Middle Eadt, Gulf States and Cyprus for crawfish, meat products, frozen fruits,
preserves, dried fruits and herbs, ice-cream and pastries, processed vegetables and
food supplement products.

As a further result of our July 2003 market tour to Jordan, the owner of Khdaf
Nationd Group recently arived in Armenia, observing production processes and
becoming acquainted with product mixes a Geghard, Akvatekh and Noyan. Khalaf
Nationa is an importer and didtributor of gourmet products, including specidty mest
and poultry, fish, cheese and preserves to the largest supermarkets, hotels and
gourmet stores in Jordan as well as other Middle East countries. Prior to arriva,
Khaa paved the way for purchases by obtaning permisson from Jordanian
govenment for imports from Armenia  Follow up is undeway with each of the
companies.

Noyan Juices continue to work on development of its marketing and advertisng
drategy as a direct result of DAI-ASME's Advanced Marketing Training and two
cost-shared loca market surveys on juices. As a fird dep in re-establishing its
domestic market promotional activities, “Noyan” has placed billboards throughout
Yerevan. The effort will be followed by a series of more targeted marketing,
advertising and promotiond activitiesin the local market.

In the export arena, Noyan's partner in Duba is successfully presenting Noyan juices
in a number of super and hypermarkets in the UAE by organizing tasting events and
other promotiond activitiess Noyan and ther Duba representative are currently
negotiating terms and conditions for the further shipments and cost sharing
opportunities of advertisng costs related to this new market entry.




BAKSS paticipation in the European Seafood Exhibition in Brusss in ealy-May
proved to be a definite success. Agreements with 15 importers from a number of EU
countries will potentidly result in BAKSS more than doubling its current sdes
volumes. Shipments have dready been made to sx of the firg-time buyers in
Germany, Audtria, Denmark, and the Czech Republic.

Based on the success of previous training programs with Cheer, DAI-ASME is
supporting the Association of Dried Food Producers to continue sharing knowledge
and kills with other fruit and vegetable drying busnesses in mgor production regions
of Armenia The Asocidion has expanded the training geogrgphicaly and will
provide a larger package of support services to additional dried fruit and vegetable
producers.  The result is the efficient usage of dl types of dryers and higher
production volumes and conggtently high quality.

A two-phase beekeeping traning program was completed in  Shirak marz,
implemented by “Beekeepers and Farmers Union in Artik”, targeting 304 beekeepers
in Shirak marz from October 2003 to May 2004. Along with the traning materias
provided by DAI-ASME, the Union has dso provided information about the world
goiculturd achievements and developments, updates of which were acquired during
the Apimondia 2003 and ApiExpo 2003 in Sovenia The primary objective of this
program was to deiver the “Train the Traner” progran materid to a grester number
of beekeepers in order to expand the capacity of Armenian beekeepers to produce
increased volumes of exportable honey and to increase the ability of Artik’'s Union to
provide vaduable sarvices to its members leading to joint marketing efforts in the
future.

A one-day beekesping training program was implemented in Noyemberyan, Tavush
marz for 18 loca beekeepers, on May 26th, 2004. The program was organized by
“Navi” business promotion center in Noyemberyan and caried out by three locd
beckeeping Unions (Beekeepers and Famers Union in  Artik, “Beekeeper”
Beekeeping Union in Vardenis, "Meghu" Beekeepers Union in Kgpan and Multi Agro
Ltd. The ultimate god of the program, besdes the training itsdf, was to create
networks that will propd exiging efforts forward, provide marketing and technica
assgance to its members, give more beekeepers access to new beekeeping
technologies and disease treatments and foster the role of the Union in the regiond
beekeeping industry development.

Following the 3@ Women in Development workshop held in March 2004, promising
collaboration trends have formed among individud WID companies. A number of
vidts have taken place between reaively experienced companies like Ureni, Ready
Steady, Narex, Ruz-Dan, Vordi Armen, Tamar Tatik, Isker Hrashk, Voske Hat limited
ligbility companies, on the one hand, and Artd Group Ltd, Mariam Grigoryan Ltd,
Gohar Sahinyan SP, Jani Magrani and Aytents LLCs, on the other, resulting in severd
agreements related to product supplies, services and purchases.

Currently, Vanadzor based Ruz-Dan Company (gament and linen production)
provides a number of WID companies with uniforms with their company names and
logos. Vordi Armen's cheeses, a the initiative of Narex and Ruz-Dan, have been
introduced into the Lori Marz markets, Aytents and Mariam Grigoryan have entered




into wool purchase negotiations. Ready Steady Ltd., a lunch deivery and catering
company, has ganed three new clients due to the leads provided by other WID
companies. Gohar Sahinyan, SP, a garment designer, was ditracted to work with Artel
Group Ltd.; acompany involved in textiles and garment production.

Vordi Armen, receved DAI-ASME's technicd assgance in crigs resolution for
improvement of the company’s ovedl hedth and future financid management.
Negotiations with USDA on restructuring their loan repayment schedule were carried
out, with the company successfully making the last of its payments, and earlier than
the deadline scheduled. Meanwhile, the company’s management and accounting
practices and medium term drategic plan ae beng further andyzed with the
assstance of ASME daff.

Non-Service Area Specific Activities
Women in Development (WID)

As of June 2004, 16 WID companies were regularly involved in DAI-ASME project
activities. One new WID companies — Artd Group -- joined the group. During the
quarter one-on-one drategic planning was undertaken with the core group of the WID
cientdle, including Ready Steady, Mariam Grigoryan, Vordi Armen, Tamar Taik,
and Ureni LLCs The primary objectives for further development and strengthening of
the WID companies were: improvement of their busness and financa management
(Tamar Tatik, Vordi Armen), corporate structuring (Mariam Grigoryan, Artel Group)
and market expansion (Ready Steady, Solda, Ruz-Dan).

Five 5 WID companies are preparing for the upcoming trade shows in Yerevan
(September 2004), Strasburg (December 2004), and Dubai (February 2005).

EC Export Authorization

As a follow up to ealier efforts, DAI-ASME sponsored, coordinated, and hosted a
one-day seminar on exports of fish and fishery products to the EU. Francisco Blaha,
the director of EU Fishery Standards program, presented the newly developed EU
Certification Procedures and Inspection Manua to mgor Armenian fish growing and
processing companies who export, or intend to export, to the EU. Blaha discussed
regigration and listing issues, food safety requirements, inspection and certification
rules, responghilities of industry and competent authority.

The seminar was atended by 27 people from 12 organizations, including sx
businesses (12 participants) and two BSPs, as well as ADA and AUA. Included in the
targeted audience were a number of rdevant daff (manly food ingpectors) from the
Minigry of Hedth. In addition to its essentid informative and teaching impect, this
event proved especialy vauable and effective in that it brought together key persons
from the private sector, conaulting firms and government for better interaction
towards maintaining EU market access requirements.




Coordination and Collaboration

In a country as smdl as Armenia with the reativey large number of development
efforts being caried out by a range of donor and implementing organizations,
efficiency requires that every effort be made to coordinate efforts wherever possble.
We take that need very serioudy asillugtrated by the following examples:

We ae continuing efforts with the Micro Enterprise Development Initigtive (MEDI)
project and the USDA to insure that the best possible use is made of our combined
resources without duplication or competition. We are dso participating in the new
Coordinating Council for Micro, Smal and Medium Enterprise Development that has
recently been established by the Ministry of Trade and Economic Devel opment.

During this quarter specid efforts were dso made to cooperate with the EU program
on the development of gppropriate standards for the aquaculture industry as wel as to
the USAID team charged with carrying out an andyss of various competitiveness
factors related to specific industries. We aso supported the effort of another USAID
sponsored program to undertake a comprehensive andyss of a potentiad food safety
traning progran for Armenia and andyze the need for a diagnogic laboratory
focused on trans-species zoonotic diseases in animas. Mesdtings were aso hdd with
vidgting deegations from the World Bank, FAO and IFAD with regad to ther
ongoing progran desgn activities and with the Children of Armenia Foundetion,
which is undertaking an ambitious modd village program.

As an integra part of our new Non-Farm Rurd Enterprise component, DAI-ASME is
developing operationd dliances with four busness service centers in Tavush, Shirak
and Syunik marzes. The idea is to teke advantage of synergies involving diverse
activities like ‘fam dores for accessng high qudity, reasonably priced production
inputs, leasing of equipment, and consolidated output marketing efforts. We are aso
resching out to previoudy overlooked or underutilized businesses in those rurd aress
to devedop opportunities in wide ranging activities such as livestock daughter
fadilities and rdated hide preparation and marketing, stone cutting, meta fabrication,
traditional handicrafts and others.

Environment

DAI/ASME devdoped an “Environmentd Protection & Occupdationd Safety
Guiddine & Checkligs for SMES” based on internationaly accepted generd
requirements and specific environmental procedures developed by USAID. It includes
environmenta  impact assessment, mitigation and monitoring, best practices and
dandard conditions of smdl-scale infragtructure development and businesses. This
document is an integra pat of our overdl draegic planning process, ensuring
clients preparedness to respond to rapidly changing internationd sandards and
requirements, especidly in EU and US markets. It aso serves to reduce the gap
between dclients current sate and ISO/HACCP cetification requirements. The
document aso explains the importance of a correct environmenta/occupationa safety
policy from the gandpoint of a long-term investment (saving money, creating added
vaue for productdsarvices, attraction of new customers, better public image, more
advertisng opportunities, etc.).



Rdated to this effort, DAI/ASME daff member M. Sarafyan participated in a 3-day
training course (June 25, 28 and 29, 2004) organized by USAID and conducted by Dr.
Mohammed A. Laif, USAID Regiond Environmentd Officer.

Among other EP activities, DAI/ASME consultant Mr. A. Zink vidted Armenia in
April to provide technicd assgtance to the USAID/ARD project on the design of an
effluent treetment plant (ETP) a Armenids largest tannery (“Kashi”) and identified
potentid suppliers of equipment. DAI/ASME continues to assst the Armenian
Tanneries Associdion (ATA) in ingdlation of modern drying frames and wastewater
treetment, as wel as in identification of chemicas suppliers and sources of smdl
capacity machinery, to upgrade output quality and expand production volume.

The ATA, which is now experiencing rgpid growth and started export activities to
Georgia, was provided with technicd assgtance in upgrading members facilities and
contralling effluent discharge. This tak is now one of the key dements in
DAI/ASMIE's drategic  planning, which  includes serious condderation  of
environmentd issuesin dl types of busnesses with which DAI-ASME works.

Service Component #1: Market and Demand Analysis
Objectives

DAI-ASME seks to increase revenue, profitability and employment in sdected
sectors of the Armenian economy through a set of market-driven interventions
targeted at SMEs. Service Component #1 is desgned to provide in-depth knowledge
of internationd market demand, most especidly in sdected export markets including
Russa, Europe, the Middle East, Gulf States, and North America, as wel as,
knowledge of market demand within the Armenian domestic market.

Technical Assstancethrough STTAS
Four efforts were completed this past Quarter:

Follow-up and Expansion of Activities by Augusto Zink.
Training on Sub-sector Analysis, by James Gral.
Textile Follow-up and Strategy by Jeffrey Silberman.
Flower Auction Development by Nancy Laws.

Following are brief comments on the efforts. More specific details on the efforts,
their objectives, backgrounds, activities and results, are contained in the sudies
themsalves, which are available through the DAI-ASME office.

Follow-up _and Expanson of Activities implemented by Zink in November 2003
focusng on environmental and technicad issues. Mr. Zink worked with a
representative of ECOPlus Itdian Co., chosen by ARD/USAID on a hid bass to
supply and inddl the ETP equipment in “Kashi” tannery. The purpose of this
cooperation was to ensure that the details of civil works are in compliance with Mr.
Zink's desgn and specifications of equipment to be indaled. The ATA, which is now




experiencing repid growth and dtarted export activities to Georgia, provided technica
assgance in upgrading ther fadlities and controlling effluent discharge. The task is
one of the key dements in DAI-ASME drategic planning, which incudes serious
condderation of environmenta issues in dl types of agribusness that DAI-ASME
works with. In addition, Mr. Zink, on a cost-share bads, advised on the disassembly
and preparation for shipment of surplus equipment being sold by Kashi Tannery to
generate needed working capitd.

Inditutional  Capecity Building of Asodations The purpose of this effort was to
provide intengve follow-up to Gradl’s earlier technicd assstance to UMBA and MU
in ther devdopment of the Andyticd Center. The vigt involved a follow-up vist to
Yerevan for the consultant in May 2004 to provide expertise on efficient/working
communication mechanism(s) between the Founders, Board members, the gaff, the
Government, and the business community, development of long-, mid- and short-term
drategic programs and grant project proposals for potentid financing of the Center.

Textile Follow-up and Strategy  This activity served to assst in developing a pecific
drategy for responding to the needs of companies in the textiles portion of the
indugtry indluding yarn mills, weavers and garment makers requiring textile products
from abroad. During the vist Metax Slk company, Tosp knitting company, Gyumir
yarn spinning mill, Aragets terry cloth manufacturer were met and issues related to
their raw materid needs were discussed. In Tosp knitting factory, the STTA
particularly worked on identification of problems related to air conditioning and
ventilation system s&t-up, the printing facilities upgrade for better quality print
materids, etc. The main topics discussed with Aragats and Gyumri yarn were for
cotton yarn qudity improvement plan, which may later include upgrade of plants with
better equipment and also consider better quality cotton sources search. Jeff
Silberman aso visted the Exlab and discussed the possible start-up of textile fabrics,
dyes and yarns testing services.

Flower Auction Development The principle objectives of the activity are to facilitate
the trandfer of necessary technical and organizationd know-how for edablishing a
modern wholesde flower auction, and locate a potentid foreign investment partner
for Brabion FHora Such an auction will serve as a vehicle for consolidation of grower
outputs to the wholesde flower market, dlowing development of its export potentia
vis-&vis better quality flowers and higher return on its production. While there is a
wholesde flower market of sorts in operation in Yerevan, it is woefully inadequate for
any export potentid, lacking any cool storage, sorting or handling facilities — or even
proper lighting. Establishment of this modern trading center would be the firgt of its
kind in Armenia STTA Nancy Laws led a smdl team from Armenia on vidts to
operating auctions in Germany and the Netherlands to draw lessons for adaptation/
replication in Armenia  The Armenian paticipants undertook a sSmilar trip to
Istanbul Turkey for asmilar purpose.

Surveys

No domestic market surveys were completed this Quarter by locad BSPs under
contract with DAI-ASME. A country-wide survey of the stone sector was initiated by
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a locd sub-contractor (BSC) during the quarter with fina results expected to be

avalablein mid-August.

Service Component # 1 Benchmarks:

Benchmark Lifeof Cumulative Achieved in Cumulative
Project Total to theCurrent | Lifeof
Projected | March 31, Quarter Project Total
Total 2003 to Date

Market demand studies 25 30 0 30

Supply/Service studies and 8 10 0 10

cross-sector efforts

Countries covered by 10 10 0 10

international market

studies

Countries covered by 4 4 0 4

regional market studies

Web based market 1 1 Update Update

information system

developed

Service Component #2: SME Development and Expansion
Objectives

DAI-ASME provides integrated technica assstance to the Armenian SME
community to identify market opportunities and provide firm-level assstance for
sugtainable commercid growth primarily in export markets. DAI-ASME aso
supports efforts in domestic market sectors where thereis a potentia for increased
activity by Armenian firms.

Memorandum of Agreement

Three additiona companies sgned Memoranda of Agreement (MoAs) with DAI-
ASME this Quarter. The MOA serves as a document that provides assurance to both
sdes on cooperation. Mogt especidly, it assures clients that information shared with
DAI-ASME will remain confidentia unless released by the dient, and that the client
will provide basdline (as well as quarterly follow up) datafor monitoring and
evauation purposes. A Memoradum of Agreement was signed this Quarter with
Artd Group LLC (handicraft production). Severd otherswill be added next quarter
asaresult of the new non-farm rurd enterprise initiative.

Technical Assistance Provided to Armenian SMEs:

Following isalist of workshops, seminars, trade shows and/or market tours conducted
for SMEs by DAI-ASME during this Quarter. A brief description of selected key
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activitiesis provided. For more information regarding past and future events please
contact the DAI-ASME office or visit our web page a www.ArmeniaAg.org
Workshops/Seminars

# Title Dates
1. Clean technologies in leather industry April 19, 2004
2. Style, Color and Fabric Trends Seminar April 28, 2004
3. Non-Farm Rura Enterprise Start-up Workshop May 6-7, 2004
4, Stone Market Prebid Workshop May 14, 2004
5. Sub-sector analysistraining May 17-19, 2004
6. Seminar on Exports of Fish and Fishery Products June 16, 2004

to the EU

Trade shows/Market Tours

# Title Dates
1 Seafood Russia 2004 Trade Show April 12-19,2004
2. Flower Auction Study Tour to Holland and Germany April 18-25, 2004
3. HORECA 2004 Food & Beverage Show, Lebanon April 27-30, 2004
4, European Seafood Exposition May 3-10, 2004
5. Hower Auction Study Tour to Turkey June 28-

July 02, 2004

HORECA 2004Trade Show

As a result of participation in HORECA 2004, a trade show in Berut, Lebanon, a
number of serious trade leads have been developed with buyers from throughout the
Middle Eadt, Gulf States and Cyprus for crawfish, meat products, frozen fruits,
preserves, dried fruits and herbs, ice-cream and pastries, processed vegetables and
food supplement products. With assgance from DAI-ASME, Geghard Medt,
BAKSS, Tamara Fruit, Tamara, Karmir Lolik, Cheer and Vitamax-E developed
contacts representing import/didribution companies, some of which have recently
vigted Armenia to follow-up with others scheduled to arive soon.  Contract
negotiations are in progress in severa cases. In other cases, recipe adaptations are
being discussed to better meet buyer demand preferences.

Seminar on Style, color and fabric trendsfor spring-summer 2005 season

A seminar took place on April 28™" involving about 30 people from some 20
companies — both manufacturers and design houses. The presentation was made by
DAI- ASME textile and appardl business consultant Armine Tadevosyan. She
presented fashion trends and forecasting materias and information collected at
Premier Vision trade show, Feb 2004. Participants were given a printed brochure —
seminar maerid including the color card of the season and al basic fabric trend
information, which isavery practicd tool for any fabric and garment manufacturer to
use in collection development. At the end of the seminar, suggestions and offers were
made to continue this kind of professond trainings and even get agroup of designers
together in an association around those activities.
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Sales Generated by the DAI-ASME Clients.

DAI-ASME client companies generated an increase of $3.78 million in domegtic sales
and $4.22 million in export sdes during the last four Quarters compared to their base
year totals. The pace a which sales (especially export saes) are increasing reflects
the continuous work the ASME team has done with ardativey smal group of
companies that are now making a serious and sustainable place for themsdavesin
established export markets and a number of other firms, with whom we have shorter

experience, who taste their first success.

Service Component #2: Benchmarks

Benchmark Lifeof Cumulative Achieved in Cumulative
Project Total to Year 4 Lifeof
Projected March 31, through Project Total
Total 2003 Quarter 3 to Date
Primary SME firmsassisted | 125 119 1 120
and strengthened
Supply and service firms 10 5 0* 5
assisted and strengthened
Women owned/managed 20 15 1* 16
SMEs assisted and
strengthened
Trade shows & market tours | 40 24 5 29
attended and/or conducted
New buyer arrangementsfor | 85 636 101 737
client firms
* Newly signed MoAs
Sales Reported in this Quarter:
Export Domestic
Current quarter compared to same quarter of base year $ 494,674 $1,657,933
Most recent four quarters compared to base year tota $3,781,528 $4,223,361

Jobs Generated in thisQuarter:

Direct jobs created compared to the base quarter

332

FTE jobs created compared to the base year

1,170

Service Component #3: Financial Linkages

! Seafood Russia 2004, Auction Study Tour to Holland and Germany, Horeca 2004, European Seafood

Exposition, Auction Study Tour to Turkey
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Background: Smadl and medium-scae agribusinesses generdly lack effective access
to commercid and investment finance programs sufficient to attract the medium and
longer term financia resources they need to develop their businesses. Lack of
experience on the part of many business owners coupled with high interest rates and
the demand for high multiples of urban red estate value as collaterd make it difficult
for their capitd needs to be satisfied by the commercia banking system asit now

exigs.

The objective of Service Component #3 isto help client enterprises develop viable
and sustainable long-term linkages with commercia banks and other parts of the
business finance infrastructure. Four different mechanisms have been defined:

1

2)

3)

4)

Market/Product Development Cost-Share Grants. This is a cost-shaing
device amed a supporting agribusness firms by assding in ther market
development activities, such as attendance at trade shows, participation in
market sudy tours, and the development of quality promotiond and
packaging materids. Activity associated with these grants is reported under
Service Component #2 though they do dso increase a client's ability to
attract funding from the commercid finance inditutions

Operational Support Cost-Share Grants: DAI-ASME provides technica
assgance to client firms, subcontracted on a cod-share basis where
appropriate, through its network of associated locd business service
providers (BSPs) or from its own gaff and STTA resources.  This technica
assgance is amed a hdping the clients devdop and implement a vidble
drategic plan for the development of their busness and to gain access to the
finanda organizations that might be able to support them. These grants can
adso be applied to hdping the companies achieve other production and/or
management improvements such as the devdopment and inddlation of
quaity management and food safety sysems. In addition to supporting
individud dient firms, these cod-share grants are also used to support
activities of other SME-directed organizations that work to drengthen the
overdl SME community such as the SME Development Nationd Center, the
Armenia Development Agency and business associations.

Capital Finance Support Cost-Share Grants - Non-Leasing: Client firms
may be given a codt-share grant to co-finance specific capitd requirements
and increase their ability to obtain commercid bank or other financing to
meet the balance of its capita requirements. Such grants are applied, aong
with leveraged cepitd from the firm's own or outsde resources, to the
implementation of cgpita expanson plans amed a increesng the firm's
ability to produce and compete effectively in export and domestic markets.

Capital Finance Support Cost-Share Grants - Leasing: The DAI-ASME
team has activdy promoted and supported the development of a privaely
owned and financed commercid lessng company in Armenia ACBA
Leasng Company, SA was formadly inaugurated on April 25, 2003 marking
the completion of dl required regidration procedures with the Armenian
Centrd Bank and the confirmation of al shareholder investments and loan
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financing. Operational grants were provided to support establishment of
ACBA leasang company itsdf. The new company is currently operating and
executing its lease agreements, which are a much-needed dternative to those
busnesses requiring sgnificant amounts of new equipment but who lack the
collaterd to raise the funds required to purchase the equipment outright in
ther own name. Cog share grants will be made available to companies to
facilitate and finance certain capital cods that are associated with the
ingdlation and use of leased equipmert.

Service Component #3 Benchmarks:

Benchmark Life of Project Cumulative Total to

Projected Total Date*

Market/Product Development Cost-Shar e Grants— Study Tours,
Trade Shows, Product Development, etc.

Number of Grants 100 109
Value of Grants $ 300,000 $ 175,336.50
Number of Companies Assisted 25 45
Leveraged Funds $ 300,000 $177,121

Operational Support Cost-Share Grants— Business Plans,
Quality Management Systems, Technical Support, etc.

Number of Grants 40 69
Value of Grants $ 400,000 $ 131,526.98
Number of Companies Assisted 20 a2
Leveraged Funds $ 400,000 $68,902

Capital Finance Support Cost-Share Grants— Commercial
Loans, FDI, Supplier Credit, Other

Number of Grants. 25 28

Vadue of Grants $ 1,000,000 $ 715,668.00

Leveraged Funds (excluding |eases) $ 3,000,000 $2,523,890
Capital Finance Support Cost-Share Grants—L easing.

Number of Grants (L eases L everaged) 40 0

Vaue of Grants $ 800,000 0

Leveraged L eases (#) 66

Leveraged Leases (Vaue) $744,050

L easing Company Operational Support $ 1,200,000 $ 1,200,000

Leveraged Capita (committed) $3,000,000
Other Benchmarks

Woman-Owned Firms Receiving Financia

Assistance through DAI-ASM E 10 20
Joint Ventures Established 8 1

Benchmark Notes. Cost Share Grant activity in the Marketing and Operationa aress
continued during the quarter supporting the exploration of additional export markets
in Middle East (HORECA trade show) and Europe (Seafood Europe). One grant for
ISO and GMP cetification was signed during the quater vadued a $11,000 to
Vitamax-E, a pharmaceutical company producing Narine food additives.

During the quater DAI-ASME dso provided asssance to the Greenhouse
Asocidtion to support its participation in the CIS Exhibition 2004 in Yerevan
organized by the Chamber of Commerce and Industry and to Dried Fruit Producers
Asocidion to organize training activities for its member companies.

As the quarter ended, 91.43 % (excluding ACBA Leasing Operationd Support Grant)
of the Project’s total approved cost share grants had been disbursed and their impact
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monitored.  Capital cost-share grants were leveraging counterpart funds from client
firms, banks and others at a rate of 1 to 3.53. Marketing and Operationa Support
grants (excluding ACBA Leasng Operaiond Support Grant) average cost-shaing
ratios have been approximately 1 to 1.01 and 1 to .52 respectively.

Market/Product Development Cost-Share Grants. Nine new grants totaing
$25,828 were approved in this category during the quarter to share the cost of a
crayfish processng company’s paticipation in “ESE 2004 Seafood Europe’ trade
show and seven agribusness companies participation in the “HORECA 2004" trade
show and the Greenhouse A ssociation event mentioned above.

Operational Support Cost ShareGrants:  Three new Operational Support grants
totaing $22,650 were approved during the quarter. One supported Dried Fruit
Producers Associdtion in conducting and implementing a training program for
improvement of production and sanitary conditions and qudity systems of dried fruit
producers, one to ADA to share the cost of the market trip to Duba and one to
Vitemax-E to share the cost of GMP certification of the company’ s operations.

Capital Finance Support Cost-Share Grants — Other: No new cost-share grants in
this category was gpproved during the quarter.

Capital Finance Support Cost-Share Grants — Leasing: There were no cost share
grantsin this category during the quarter.

Leasng Company Activity: Leasng activity got underway in earnest during the
quarter with 66 leases being executed worth a totd of $774,000. Deays in the
initigtion of farm equipment leases caused by the lack of a credible deder in Armenia
have been overcome and one company has now begun importing and assembling
tractors here, both adding vaue to the imported product and cresting approximately
18 full time jobs in the assembly of imported equipment and the loca manufacture of
related implement sets.

Service Component #4: Skills Development and I nfor mation
Dissemination
Background

Limited local capacity hes exided within privale Armenian inditutions to provide
technical assgtance to Armenian SMEs.  Service Component #4 ams a strengthening
the capacity of locd business service providers (BSPs) to provide sustainable market
and technicd assgtance to Armenian SMEsS on a commercid market bass.  To this
end, DAI-ASME supports, drengthens and collaborates with privately owned
Armenian BSPs that will then be podtioned to provide continuing technica and
busness consulting services to SMEs. At the request of USAID, DAI-ASME is
reducing the emphass of this aspect of the program in deference to the MEDI
program, which focuses much of its attention in this area. We will continue to make
use of BSP savices where gpproprigte and provide targeted training activities
soecificdly rdevant to BSP work with SMEs Two such training activities are being
prepared for the upcoming quarter.
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Capacity Building Agreements (CBAYS)

No new capacity building agreements were dgned during the past quarter and the
number of BSPswith signed CBAs cooperating with DAI-ASME remains 30.

BSP Capacity Building Activities Implemented

A pre-bid workshop was conducted by John Pamucci for BSPs tendering to carry out
the Andyss of the Armenian Quarry and Stone Processing Industry. 5 BSPs attended
the workshop.

DAl conaultant James Gral, and Gary Kilmer, conducted an intensve three-day
training on Subsector Anadyss for BSPs on May 17, 18, 19. Ten representatives from
7 BSPs were trained. A follow up workshop for BSPs on Feasibility Studies is now
planned for September 2004.

Seminars/Training Workshops

The Subsector Anadlysis seminar (see above), was atended by 16 persons, including
representatives from MEDI, ADA and SME DNC. With the joint efforts of DAI-
ASME and Minigry of Hedth another seminar on Export of Fish and Fishery
Products to the EU was conducted by Francisco Blaha, Director of the EU Fishery
Standards Support Program and DAI’ASME's Grisha Shirvanyan on June 16 for both
SMEs and BSPs. Among 12 participants were representatives of 6 SMEs and 2 BSPs.
Style, Colour and FabricTrends seminar was conducted by Armine Tadevosyan, DAI-
ASME in April. 11 SMEs atended the seminar. Augusto Zink, DAI-ASME
consultant and Mikayd Saafyan, DAI-ASME provided a seminar on Clean
Technologiesin Lesther Industry in April.

Performance Contracts

DAI-ASME continues to award performance contracts to BSPs to carry out various
research, traning, or firm level asssance tasks. This quarter, BSC was awarded a
contract to provide an Anadyss of the Armenian Quary and Stone Processing
Industry.

Service Component # 4 Benchmarks:

Benchmark Lifeof Project total | Current Cumulative
Project —Through Quarter Lifeof Project
Projected | March Total to Date
Total 2004.)

1. Armenian 30 30 0 30

BSPswith signed

Capacity

Building

Agreements
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2. BSP Capacity 60 58 5 60
building
activities
implemented
3.SME 51 64 5 69
seminarg/trainin
g workshops
completed
4.SME 11 9 0 9
seminar s/trainin
g workshops
focused on
woman-owned
SMEs

5. SMEs 400 522 25 547
receiving
training services
6. Performance 41 26 1 27
agreements
awarded to BSPs
for project
services

Service Component #5; Association Strengthening and Policy
Advocacy

Objectives

Service Component #5 is geared to assgting the SME community to creste a
business-supportive environment that dlows the community to operate in a far and
trangparent manner. DAI-ASME originaly planned to assst sdected associaions and
trade organizations improve their adility to serve thear SME condituency in
deveopment of a supportive busness environment. There are, however, a limited
number of legitimate busness associaions operating in Armenia that provide services
of vaue to their members and few tha are capable of asssting SMEs address business
environment-type problems. Because of the nascent state of agribusness associaion
development, DAI-ASME has undertaken dternative processes to identify and
address policy issues that impede the ability of businesses to operate in a far and
openly competitive environment.

Activities to Strengthen the Policy Advocacy Capabilities of SME Support
Organizations

ASME continued working with UMBA and MU and asssting them in the process of
edablishing an andyticd center. Based on the Guidelines and Recommendations for
Sarting an Analytical Center in Armenia, developed by DAI's James Grdl, UMBA
and MU are now in the process of establishing the Analytical Center. For two weeks
in May 2004, DAl Senior Development Specidis James Gral worked with
DAI/ASME and Gagk Makaryan, UMBA and Tsolvard Gevorgyan, MU to further
thar efforts to creste an independent policy andyss inditute in Armenia The
founders and a newly created board of directors have begun the process of registering
the Armenian Foundation for Independent Analysis, AFIA. In May, the board of
directors held three retreats to work with Grdl on specifics of dsarting AFIA. The
board has since developed its by-laws, drategic plan, operating budget, and has
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created board committees to take the next concrete steps of making AFIA a redlity.
AFIA is currently recruiting for an executive director and daff and undertaking an
aggressve fundrasng campaign to secure much needed operating cepitd.  The
founding organizaions, the Union of Busnessmen and Manufacturers (UMBA) and
the Merchant's Union (MU) have contributed cash and in-kind donations to get AHA
off the ground.

AFIA will be the firg truly independent, grass-roots initiated public policy inditute in
Armenia.  Its misson is to promote a favorable business environment and to facilitete
apublic- private did ogue through independent andlysis and research.

EC Export Authorization

As a follow up to ealier efforts, DAI-ASME sponsored, coordinated, and hosted a
one-day seminar on exports of fish and fishery products to the EU. Francisco Blaha,
the director of EU Fishery Standards program, presented the newly developed EU
Certification Procedures and Inspection Manua to mgor Armenian fish growing and
processng companies who export, or intend to export, to the EU. Blaha discussed
regigration and listing issues, food safety reguirements, ingpection and certification
rules, responghilities of industry and competent authority.

The seminar atracted dgnificant interest and was atended by 27 people from 12
organizations, including sx businesses (12 participants) and two BSPs as wdl as
ADA and AUA. Incduded in the targeted audience was a number of reevant daff
(mainly food ingpectors) from the Minidry of Hedth. In addition to its essentid
informative and teaching impact, this event proved especidly vauable and effective
in that it brought together key persons from private sector, consultation firms and
government for better interaction towards mantaning EU maket access
requirements.

Note: With the beginning of the MEDI Project and their involvement in Business
ills Development, Association Strengthening and Policy Advocacy, DAI-ASME's
efforts in Components 4 and 5 have significantly reduced in size at the request of
USAID.
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Service Component # 5 Benchmarks:

Note: Preparation of a Work Plan and Benchmarks for Year 4 has been deferred
pending afina decison from USAID on the contract extenson now under discussion.

Benchmark

Lifeof
Project
Projected
Total

Cumulative
Lifeof Project
Through

Mar ch 2004

Current
Quarter

Cumulative
Lifeof Project
to Date

Policy issue
generation
wor kshops

20

17

17

Policy working
groups
established

Policy issues
identified and
addressed

15

SMEs
participatingin
addressing
palicy issues

Activitiesto
strengthen the
policy
advocacy
capabilities of
SME support
organizations

1

20




